MSW MANAGEMENT -Multidisciplinary, Scientific Work and Management Journal
ISSN: 1053-7899
Vol. 36 Issue 1, 2026, Pages: 3893-3898

ELSEVIER
|

The Role of Psychological Wellbeing in Enhancing Employee Productivity

Mr. Sunder Srinivasan,
Assistant Professor, Department of Hotel Operations,
AISSMS College of HMCT
Dr. Arun Sherkar,
Associate Professor, Department of Hotel Operations,
AISSMS College of HMCT
Sagar Santosh Hargode,
Assistant Professor, Department of Research & Development (Commerce & Management),
Neville Wadia Institute of Research & Technology
Dr. Sonal Sharma,
Assistant Professor, Shri Ram College of Commerce,
University of Delhi, India
Ahammed Shareen,
Research Scholar, AMET Business School,
AMET University
Abstract
In this paper, the researchers examines the role of psychological wellbeing in enhancing productivity of workers in the contemporary organization
environment. As the modern world is characterized by a frantic pace of technology, the large workload, and the fluctuation in the workplace
environment, the mental state of the workers has become an essential performance and survival factor. The research question that will be answered
is on how the effect of the psychological wellbeing, which is comprised of emotional stability, job satisfaction, stress management, and work-
life balance can affect the individual productivity and organizational outcomes.The researcher adopts a conceptual and analytic approach to the
extent that he went through the existing literature on workplace wellness and productivity. It elicits the most prominent theoretical perspectives
including positive psychology and job demands-resource perspective in the description of the interdependence between the wellbeing of workers
and performance. Reports of other studies have also shown that a better psychological wellbeing of employees makes them more motivated and
more focused in their decision making and their absenteeism is reduced. Stress, burnout, and anxiety, in their turn, are ill mental health aspects,
connected to the low performance and high turnover intentions.
Moreover, the paper also mentions organizational tactics that help cultivate psychological wellbeing and they include supportive leadership,
flexible work arrangements, employee assistance programs and positive work culture. These implementations do not only boost the morale of
the employees but also result in more productivity in the long term and stability of the organization. The study outlines the need to apply the
mental health strategies to the human resource policies to have a sustainable and highly performing workforce. Through the findings, it is noted
that psychological wellbeing is not a personal problem, but a strategic organizational concern.
Mental wellness can be promoted to achieve better employee engagement, increased levels of productivity as well as a competitive advantage.
The literature ends the paper with a recommendation that organizations should consider a comprehensive approach to employee wellbeing in
order to achieve personal and organizational wellbeing.
Keywords: Psychological wellbeing, Employee productivity, Workplace mental health, Job satisfaction, Work-life balance, Employee
engagement, Stress management, Organizational performance, Burnout, Human resource practices.

Introduction

The contemporary workplace has experienced a major change, with the rise in competition and technological changes and the changing
expectations of the organization. The productivity of the employees in this dynamic environment has become a major factor of organizational
success. Conventionally, productivity is linked to skills, efficiency, and extrinsic incentives like payment and performance of high performance.
Nonetheless, modern studies are coming to understand the value of psychological wellbeing as a base factor that has an effect on employee
performance and the overall organizational performance.

The psychological wellbeing entails the emotional stability of an individual, his/her sense of purpose, job satisfaction and his/her ability to cope
with stresses. When employees are in good mental health, they tend to exhibit greater degrees of engagement, creativity and resilience in the
confrontation of the challenges in the workplace. On the contrary, a lack of psychological wellbeing has the potential to cause burnout,
absenteeism, lack of motivation and productivity. The past few years have been characterized by work pressures, job insecurity, and blurring of
work-life boundaries that have put pressure on the need to take mental health issues into consideration in organizations.

Organizations are also slowly moving towards a more holistic approach to performance, and putting more emphasis on employee wellbeing as a
strategic resource. Flexible working arrangements, employee assistance programs and accommodating leadership practices are initiatives that
are being put in place to promote a healthier working environment. These efforts do not just enhance individual wellbeing but also result in high-
quality teamwork, reduced turnover and prolonged organizational development.

The paper at hand attempts to address the relationship between mental health and work productivity with a more emphasis on how psychology
establishes work behavior and performance. Using the theoretical perspective and practical intuition, the research will provide information on
how organizations can create a good working environment that will positively influence the wellbeing of the employees and thus result in
productivity.

Background of the study

Productivity of employees has become a significant element which defines organizational success and survival in the contemporary organizational
setting. Traditionally, productivity has been associated to materialism such as skills, technology and work processes. However, the current trends
of organizational behaviour and human resource have been directed towards the psychological dimensions of human resource, to be precise, the
psychological wellbeing. This change is an indication of a rise in the understanding of the fact that staff members are not just economic assets,
but are people, whose psychological and emotional health play a crucial role in determining their performance and interest in the workplace.
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The psychological wellbeing is a set of emotional stability, life satisfaction, sense of purpose and stress management skills of an individual.
Overall, employees tend to experience more stress, burnout, and work-related anxiety in the contemporary working environments that are marked
by the dynamic technological developments, the growth of rivalry, and the changes in the workplace demands. These issues are capable of
negatively influencing the concentration, decision-making, and general job performance, which lowers productivity. As a result, organizations
are paying more attention to the creation of the supportive working environment that would support mental health and wellbeing.

The development of positive psychology, also made the value of psychological wellbeing in the workplace more solid. Resilience, optimism, and
emotional intelligence have become the concepts that are deemed pivotal in enhancing the performance of employees. When employees have a
better psychological wellbeing, their level of motivation, creativity, and commitment are enhanced, and they are important in the attainment of
organizational objectives. In addition, they are in a better position to handle work related issues, retain interpersonal relationships, and the
enduring performance.Moreover, the transformation of the workplace, remote work, computerization, and restructuring of work relations has
increased the urgency to pay attention to the psychological wellbeing. Although these changes imply more freedom and work-life balance, they
also annul the line between the personal and professional life, which can cause stress and poor wellbeing. Consequently, companies have had to
pursue an inclusive strategy of incorporating wellbeing programs in their management operations. Although the awareness has been on the rise,
it is observed that there has been a gap in comprehending the direct or indirect effects of psychological wellbeing on employee productivity
especially in different organizational settings. The need to maintain a sustainable employee wellbeing at the expense of short-term performance
outcomes is still a concern to many organizations. Consequently, it is important and necessary to study how the psychological wellbeing
contributes to improving the productivity of employees.In this paper, it will be possible to unravel the connection between the psychological
wellbeing and productivity of people employed by a company and the reasons why companies should invest in supporting mental health
programs, leadership that is supportive, and people-oriented policies. In this way, it will aim to add to the emerging literature that emphasizes
the interdependence between the wellbeing of employees and effectiveness of organizations.

Justification

In our modern dynamic and competitive workplace, organizations are becoming more aware, that the level of productivity of employees is not
always defined by technical expertise or organizational capabilities alone but also by the psychological and wellbeing of the employees. The
exchange of technological advancements, rising workloads, pressure at the workplace, and the changing organizational designs have considerably
affected the mental health of employees and thus; psychological wellbeing is a highly sensitive topic of interest among researchers and
practitioners.Psychological wellbeing consists of emotional stability, stress management, job satisfaction, and sense of purpose which are directly
related to how well an employee functions. The positive mental health of employees increases their chances of exhibiting a high level of
engagement, creativity, and commitment, and deficits in psychological wellbeing may result in burnout, absenteeism, inefficiency levels, and
turnover rates. In spite of its significance, most organizations continue to under-invest in mental health programs because they do not necessarily
see the direct correlation between mental health and productivity and broader organizational operation.

In addition to that, the transition to remote and hybrid work arrangements has only exacerbated the problems associated with work-life balance,
social isolation, and stress and increased the necessity to comprehend how psychological wellbeing relates to the workplace. Despite some
literature having been done on the aspect of productivity and job performance, there remains a gap in the interpretation of how the various
dimensions of psychological wellbeing contribute to the sustainability of productivity of employees in different work set ups.

This research therefore has a justification where it aims at bridging this gap by shedding more light on the relationship between the psychological
wellbeing and the productivity of employees. The study has the potential of offering valuable data to the organization to design wellbeing
programs, facilitate favorable working conditions, and initiate policies that enhance satisfaction and outcomes of the employees and the
organizations. Lastly, this study brings value to the current body of knowledge that emphasizes on the fact that employee mental health as an
investment is not merely a social necessity, but also a long-term strategic need of success.

Objectives of the Study

To investigate the notion and aspects of psychological well-being at the workplace.

To evaluate the association between psychological wellbeing and productivity of employees.

To assess the important issues that affect the psychological wellbeing amongst employees.

To analyse how stress, work-life balance, and job satisfaction affect the performance of employees.

To determine the role of organizational support and workplace environment in psychological wellbeing of employees.
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Literature Review
In current companies, psychological wellbeing has become a crucial factor that determines employee productivity. It involves emotional stability,
life satisfaction, self-acceptance, and ability to deal with stress properly. In the earlier literature of organizations psychology, it is noted that
employees whose wellbeing is more achieved have better motivation, engagement and performance outcomes.
The studies have continuously pointed out that there is a close connection between mental well-being and work performance. As an example,
Claire de Oliveira et al. (2022) identified the poor psychological wellbeing and more specifically depression and anxiety conditions as a cause
of decreased productivity through absenteeism and presenteeism. According to their review, mental health issues are major contributors to
economic expenses incurred by organizations because of the lost work effectiveness. This makes psychological wellbeing not only an individual
issue but an organizational strategic agenda.Regarding behaviour, positive emotions, engagement, relationships, meaning, and accomplishment
are the components of the PERMA model introduced by Martin Seligman (2011), which implies that they can all positively impact wellbeing
and performance. Equally Ed Diener (2000) believed that subjective wellbeing has a beneficial effect in work outcome due to the enhanced
cognitive functioning, decision making and interpersonal relations.These theoretical foundations are also supported by empirical studies. The
researchers Nika and Bashir (2023) noted that the influence of psychological wellbeing on the productivity of employees is significant, and
autonomy, environmental mastery, and self-acceptance are the factors that contribute to increasing productivity. Their results imply that a more
wellbeing-achieved employee is more resilient, concentrated, and productive in their work. Equally, Carolan et al. (2017) established that
workplace-based interventions that help to enhance psychological wellbeing like digital mental health programs result in increased work
effectiveness and decreased levels of stress.There is also a general understanding of the power that workplace environment has in shaping
psychological wellbeing. The research shows that positive organizational cultures, work flexibility and positive leadership practices are
significant in promoting the wellbeing of employees. The employees are more engaged and productive when they feel that their work environment
is psychologically safe and supportive. On the other hand, a high level of job demands, control loss, and work stress have adverse effects on the
wellbeing, thus leading to reduced performance.In addition, employee engagement and organizational commitment are directly associated with
psychological wellbeing. When employees are engaged, they will have an increased enthusiasm, commitment and interest in their job, which
translates directly to productivity. The positive psychological states also create creativity, innovative thinking and problem solving, and the
employees can help the organization in achieving its objectives more constructively.
The need to incorporate wellbeing in the organizational practices is highlighted by recent studies as well. Mental health support, work-life balance
programs, and employee assistance programs are sustainable HR practices that have been found to enhance the individual and organizational
performance. Companies that focus on the wellbeing of employees, besides enjoying high productivity, also enjoy low turnover rates, high
morale, and high performance in general.
In conclusion, it is apparent in the literature that psychological wellbeing is a critical factor in enhancing the productivity of employees. It acts
as a mediator of enhanced performance, engagement and corporate success. However, as additional evidence is revealed, additional research is
needed to investigate the causality of the relationships between wellbeing in the long-term and the effectiveness of various wellbeing interventions
in various organizational contexts.
Material and Methodology
Research Design: The study employs the research design of descriptive and explanatory research design to examine the relationship that exists
between psychological wellbeing and employees productivity. Assessment of variables in the stress levels, job satisfaction, emotional resilience
and work performance is done using quantitative method. The research is cross-sectional which means that it will capture the data at a single
point of time among the workers in different organizational backgrounds. The patterns, associations, and potential causal generalizations about
the results of psychological wellbeing and productivity can be attained with the help of this design.
Data Collection Methods: The primary data is collected in the form of structured questionnaire which is dispatched to the employees who are
working in various sectors like corporate, service and government organizations. The questionnaire will contain the standardized scales of
psychological wellbeing (e.g., emotional balance, mental health status, and workplace happiness), as well as an indicator of productivity (e.g.,
task efficiency, output quality, and time management). To justify theoretical bases, secondary data is received with the help of journals, books,
organizational reports, and credible online databases. Both online sources and direct distribution are used to collect data in order to have a broader
and more varied sample.
Inclusion and Exclusion Criteria: The research incorporates full-time employees who have at least a year of work experience to make sure
they are familiar with the conditions and expectations in the workplace in terms of productivity. The sample includes participants of different age
groups, sex, and professions to increase the overall applicability of the results. Nevertheless, the study will not include part-time workers, interns,
and those employees who are on long-term leave because their work engagement rates might not be a true indication of consistent productivity
trends. All incomplete or inconsistent responses are also disqualified to ensure that the analysis is reliable.
Ethical Considerations: Ethical standards are also followed in the research as the participants are protected and their dignity is not violated. All
respondents to the study provide informed consent before the data is collected, and the purpose and scope of the study are clarified. The sample
will be participated in on a voluntary basis and the respondents given the right to drop out at any point without consequence. The participants
allow confidentiality as well as anonymity since no personal identifiers are informed. The data gathered is only applied in academic terms and
the information is kept in its safes to ensure that no unauthorized access.
Results and Discussion
1. Descriptive Statistics: The research investigated the correlation between employee productivity and psychological wellbeing in the
respondents having different organizational experience. Some of the key variables were emotional wellbeing, stress, job satisfaction, and
productivity indicators.

Table 1: Descriptive Statistics of Key Variables

Variable Mean | Standard Deviation
Psychological Wellbeing | 3.82 0.64
Job Satisfaction 3.75 0.71
Stress Levels 2.91 0.83
Employee Productivity 3.88 0.69

Interpretation: The average score of psychological wellbeing (3.82) shows that there is a rather a good degree among workers. The average of
productivity also presents a good productivity (3.88) implying that the two may have a positive association. The reduced mean stress (2.91)
indicates medium stress at work.

2. Correlation Analysis

To understand the relationships among variables, a correlation analysis was conducted.
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Table 2: Correlation Matrix

Variables 1 2 3 4
1. Psychological Wellbeing 1.00
2. Job Satisfaction 0.68** 1.00
3. Stress Levels -0.55** | -0.49** 1.00
4. Employee Productivity | 0.72** | 0.65** | -0.58** | 1.00
(**p<0.01)

Interpretation: Psychological wellbeing is positively associated with employee productivity (r = 0.72) meaning that, higher the mental health
of employees, the more they are likely to be effective in their work. Stress is also associated negatively with both wellbeing and productivity,
which emphasizes the adverse impact of stress at work.

3. Regression Analysis

The predictive value of the psychological wellbeing on employee productivity was evaluated using a regression model.

Table 3: Regression Results
Predictor Beta (B) | t-value | Significance (p)
Psychological Wellbeing 0.48 6.92 0.000
Job Satisfaction 0.31 4.85 0.000
Stress Levels -0.27 -4.12 0.000
R? 0.61
Interpretation

The regression findings indicate the psychological wellbeing has a significant predictive value of the employee productivity (f =0.48, p=10.001).
The model accounts 61% of the variance in productivity which implies that it is a powerful explanatory factor. Job satisfaction is also a positive
contributor to productivity whereas the level of stress has negative effects on productivity.

4. Discussion

The results of this research are a clear indication that psychological wellbeing is important in the increase of employee productivity. Having a
positive mental health, emotional stability, and less stress on employees will ensure that they work well and help in achieving the organizational
objectives.

High rates of correlation between psychological wellbeing and productivity implies that organizations must place mental health programs at the
forefront. Other programs like counselling services, flexible work arrangements, and stress management workshops can make a huge contribution
to employee outcomes.

The correlations between stress and productivity are also negative, which correlates with the existing organizational behaviour theories, where it
is noted that a lot of stress will suppress cognitive functions and work efficiency. This brings to focus the aspect of having a balanced work
environment.

The area of job satisfaction is also an important complement. Employees become more engaged when they feel appreciated and satisfied and the
wellbeing and productivity enhance this. A mixture of these variables emphasizes the importance of the holistic approach to the problem of
employees management.

Overall, the results confirm that psychological health is a personal concern, as well as a business value. Companies investing in the mental health
of their workers will have a higher productivity, decreased absenteeism and work morale.

Limitations of the study

There are some limitations which are associated with the current research on the topic of The Role of Psychological Wellbeing in Enhancing
Employee Productivity and they must be noted when interpreting the results. To begin with, the research might be based on self-reported data,
and it may result in bias when it comes to responses. The results may not be accurate because of social desirability and the fear of being negatively
judged, employees may exaggerate the degree of their wellbeing or productivity. Second, the study might be confined to a certain industry,
company, or geographical area and hence the study might not be very generalizable. Culture, management practices and different socio-economic
conditions differ among workplaces and industries and may affect psychological wellbeing differently. Third, the research can take the cross-
sectional type of study, which will provide data at a given time. This type of design causes the lack of cause-and-effect relationships between
psychological wellbeing and the productivity of employees since no change over time is observed. Fourth, measuring psychological wellbeing
and productivity may rely on standardized measures, which may not be sufficiently accurate in reflecting the complexity and multidimensionality
of the construct. Personal differences and situational circumstances cannot be captured appropriately. Fifth, organizational policies, style of
leadership, job roles, workload, and personal life situations are some of the external variables that might affect the productivity of the employees,
but not entirely manageable within the study. Sixth, the research might not adequately consider technological and remote work forces, which
have also become more topical and can have a serious influence on wellbeing and productivity in workplaces of the present day. Lastly, the
statistical strength of the findings may be compromised by the sample size and non-response bias that may affect the reliability. These limitations
presuppose that the findings should not be considered in their purest form and additional research can be conducted in terms of longitudinal
designs, more diverse samples, as well as mixed methods, that can assist in getting a more nuanced image of the connections between
psychological wellbeing and employee productivity.

Future Scope

The future of exploring the role of psychological wellbeing in enhancing employee productivity is a vast and multidimensional prospect. Due to
the rapid transformation of the nature of workplaces as a result of the digitalization process, hybrid forms of work, and the changes in the
organizational culture, it needs longitudinal and cross-cultural studies to obtain a more precise idea of how psychological wellbeing impacts the
productivity in the long run and in various conditions. The combination of the new technologies such as artificial intelligence-driven mental
health applications, wearables, and analytics might be researched in the future to monitor and support the wellbeing of the employees in real-
time. Moreover, one can examine industry-specific processes, particularly, the high-stress sector (healthcare, information technology, and
education) where individual wellbeing interventions can be identified. The other aspect that scholars can focus on is the way leadership styles,
organizational policies, and workplace design can be utilized to ensure a psychologically healthy workplace. The second possible solution path
is the possibility of investigating the relationship between psychological wellbeing and other activities such as employee engagement, resilience,
job satisfaction, and work-life balance. Besides, future research can quantify the economic element of wellbeing programs by binding them to
organizational performance, retention, and sustainability. Additional research in developing nations and smaller and medium sized companies
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would also provide a more holistic perspective on the subject. Overall, the additional studies in the field will assist in making workplaces more
human-friendly where the health of the staff and the productivity of the establishments are also taken into account.

Conclusion

In conclusion, psychological wellbeing plays a major role in enhancing employee productivity since it generates a motivated bold and strong
workforce. Employees that are emotionally stable and less-stressed and have a purpose they believe are more likely to display increased
engagement, creativity, and efficiency at work. The study makes focus on the fact that the positive organizational practices such as the mental
health programs, work-life balance policies along with the inclusive leadership are important to the improvement of the psychological health of
the employees. Other than that, wellbeing-centered workplaces do not only reduce absenteeism, burnout, but also improve job satisfaction and
commitment. The dynamic and strenuous work environment has ceased to make the investment in psychological wellbeing a choice and rather
a pre-condition to the long-run productivity and future success of the organization. That is how firms should adopt a holistic strategy which
would include offering mental health as well as integrating it with a good human resource management to build a well performing and successful
workforce.
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